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people, or when a larger public opinion has been edacated to a higher 
standard. Toward this process of education the existence of laws in 
advance of the positive opinion held by a majority unquestionably 
contributes. Mr. Fosdick contrasts, for example, the transient official 
tenure of police commissioners in America with the continuity of 
service that prevails abroad. He quotes Mr. Arthur Woods, who, 
arguing in 1912 for security of tenure, referred to police commis- 
sioners as " birds of passage ". He does not mention the fact that 
at the close of 1917, when Mr. Woods was urged to remain in office 
for the remaining fifteen months of his legal five-year term, he re- 
plied that the hearty cooperation of his elected chief, the mayor, was 
indispensable to the police commissioner. Such cooperation he knew 
he would not receive from the incoming Mayor Hylan. Mr. Woods 
was right in 1917 and wrong in 1912 when he urged security of 
tenure. In the United States the police function is not simply a 
matter of technical administration. We are compelled to choose be- 
tween politics in the police department and a lowering of the stan- 
dard toward which many of our so-called unenforceable laws aspire. 
This study of American police is not optimistic. In the retrospect 
we have perhaps some cause for gratification. In contrast with 
European conditions we have every cause for despair. In spite of 
its many excellences, which have not here been referred to in detail, 
one can but feel that Mr. Fosdick's investigation has not penetrated 
the whole of the big and important problem of policing American 
cities ; nor has it offered much that is substantial, in the way of pro- 
posed remedy. However, the book was probably written to inform, 
not to reform. Informational it certainly is. 

Howard Lee McBain. 

Profits, Wages and Prices. By David Friday. New York, 
Harcourt, Brace and Howe, 1920. — iv, 256 pp. 

Those sensitive economists who dislike to teach an economic theory 
entirely removed from the real industrial world of today will wel- 
come heartily this little book by one of their associates. For it is a 
work that brings figures and facts into that hitherto most abstract, 
not to say fanciful, of economic studies — distribution. How the in- 
dustrial output and the division of this output have been affected 
by the World War is the problem which the author attempts to an- 
swer. His conclusions, for the most part, are based on governmental 
statistics, amplified by estimates based on ingenious devices of sam- 
pling and interpolation. 
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So large is ther field to be covered and so small is the book, that 
one does not look for thorough and exhaustive treatment of the topics 
discussed, nor does one find it. Indeed, the limits of space and also, 
no doubt, the considerations of journalism, have led the author to 
state his conclusions in terms more unqualified than the data which 
he presents would seem to wanrant. An instance of this lack of 
caution is the following sentence : " It is no doubt true that the in- 
efficiency of labor has been the chief cause of increased prices since 
April, 1919" (page 135). Such a conjecture may or may not be 
valid ; but that its truth admits of " no doubt " is a hazardous asser- 
tion. However, in a work of this nature one should not be hyper- 
critical. For at the present early date, a discussion of war and post- 
war economics may properly be put in a sketchy, suggestive style, 
leaving the more discriminating analyses and the " ifs " and " buts " 
for later studies. 

The first few chapters group themselves about the topic of profits. 
Did the war lead to a tremendous increase in profits, as is currently 
assumed? The answer is "yes". "For the five years preceding 
the outbreak of the European war corporate profits averaged some- 
what less than four billion dollars; for the years 1916-1919 they 
averaged nine billion dollars before taxes and seven and one-half 
billion annually after paying federal income and excess-profits 
levies" (pages 14-15). In one respect, however, popular opinion is 
in error. Since 1917, profits, so far from rising, have fallen off 
materially, and this in spite of the continued rise in prices. Higher 
taxes and dearer, more inefficient labor have been responsible for the 
decline. 

Some surprising conclusions are drawn in the chapter on "The 
Uses to which Profits are Put ". According to the author, only a 
small portion of the total corporate profits during the war has been 
spent by the stockholders on articles of personal consumption. First 
the federal government has cut off a large slice of the corporate in- 
come by means of the income and excess-profits taxes. Then the 
corporations themselves have insisted on retaining an astonishingly 
large part of the remainder for reinvestment in the property. From 
these facts the author concludes : 

As a consequence, only one-third of the enormous war profits ever 
got into the hands of the stockholders. That third the government 
insisted on sharing with them by subjecting it to surtaxes. A sub- 
stantial portion of what the stockholders had left went to furnish the 
great body of the investment funds of the country. It is no exag- 
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geration to say that not more than one-fourth, and probably not 
more than one-fifth, of the whole volume of corporate profits was 
actually spent by the stockholders of these concerns (page 68). 

One is fairly safe in guessing that these statements will be made 
the most of by those defenders of the present economic order — of 
whom Mr. George E. Roberts is the most prominent representative — 
who assert that unequal distribution of wealth is not a serious evil, 
since the recipients of bloated incomes do not spend more than a 
fraction of their receipts for personal enjoyments. Friday himself, 
however, does not go as far as this, although he does contend, in his 
final chapter, that " the source of higher real wages must be found 
in production and not in a redistribution of the product of industry " 
(page 236). 

After an illuminating chapter on the rate of interest and a very 
brief — an all too brief — chapter on the course of wages, the re- 
mainder of the book is devoted chiefly to a discussion of the trend of 
prices. Here Friday alines himself with Anderson and others in 
opposition to the quantity theorists. In America, he says, high prices 
have been caused neither by currency inflation nor by expansion of 
bank credit, but rather by the extraordinary war demand for com- 
modities. To be sure, bank credit has expanded, but this expansion 
was the result rather than the cause of the rise in prices. After 
prices had risen in response to the unusual demand for commodities, 
credit had to be extended so as to support commercial transactions 
on the higher level of prices. 

Some of the author's thrusts at the quantity theory are very well 
placed and call for careful defense. Yet on the whole, the discus- 
sion, like that of the other anti-quantity theorists, seems to me to 
dodge the main issue instead of meeting it squarely. That issue, I 
take it, rests on the fact that an increased demand for particular 
commodities is not, in itself, an adequate explanation of a general rise 
in prices. Suppose that Europe, after the outbreak of the war, had 
been able to cover its demand for war materials from America by 
offering in exchange an equal value of other goods, so that exports 
would have equalled imports. In that case, the European demand 
would have caused no marked rise of the American price-level. Or 
suppose that our own government, upon our entry into the war, had 
raised all necessary funds by taxation rather than by borrowing; 
here too, prices might not have risen, since the increased demands of 
the government would have been offset by the decreased demands of 
those individuals whose spending power had been reduced by the 
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taxes. Or, finally, suppose that the government, while borrowing 
money through the sale of bonds, had discouraged the purchasers of 
these bonds from borrowing on them from the banks; in this case, 
also, prices would have been held down by the reduced purchasing 
power of those individuals who had invested their earnings in Lib- 
erty bonds. 

Whether or not any one of the above-mentioned policies would 
have been wise or feasible is beside the point. They are mentioned 
here simply to indicate that one cannot explain a rising price-level 
merely by referring to an unusual demand for certain commodities. 
It was because this demand was satisfied in a particular way, namely, 
by the expansion of bank credits and bank currency, that prices 
soared to such dizzy heights. Had this same demand been satisfied 
in other ways, the effect on prices would have been different. 

One further topic which the author discusses must not be left un- 
mentioned — the excess-profits tax. In a short but convincing chap- 
ter, both statistical and theoretical considerations are brought to the 
defense of this tax against the charge that it has been shifted to the 
consumer in the form of higher commodity prices. Friday has done 
a real service by giving a non-technical but able defense of a tax 
which, despite the odium which it has aroused in the business world, 
may yet some time be regarded as one of the most important instru- 
ments of social justice. 

James C. Bonbright. 
Columbia University. 

The History of Trade Unionism. By Sidney and Beatrice 
Webb. Revised edition. New York, Longmans, Green and Com- 
pany, 1920. — xv, 784 pp. 

Life and Labour in the Twentieth Century. By C. R. Fay. 
Cambridge, University Press, 1920. — viii, 319 pp. 

A reading of the new edition of the Webbs' monumental History in- 
creases one's respect for those rare geniuses who can combine the 
qualities of the scientific historian with those of the social philosopher. 
The distinguishing mark of the Webbs' work, especially of recent 
years, is increasing confidence and power in critical and constructive 
thinking about society's most baffling problem — the nature and appli- 
cation of " democracy " to social and industrial life. The History is 
in effect a study of the growth of the democratic idea in the mind of 
the British working class, an interpretation of a profound intellectual 



